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WEAVER MARTIN & SAMYN

Board of Directors
McLiney and Company
Kansas City, Missouri

Report of Independent Registered Public Accounting Firm

We have audited the accompanying statement of financial condition of McLiney and
Company (the Company) as of January 31, 2011 and the related statements of income,
changes in shareholder’s equity, changes in liabilities subordinated to claims of general
creditors, and cash flows for the year then ended that are being filed pursuant to Rule
17a-5 under the Securities Exchange Act of 1934. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company
Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control over financial reporting. Accordingly, we do not
express such an opinion. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of McLiney and Company as of January 31, 2011 and the
results of its operations, changes in shareholders’ equity, changes in liabilities
subordinated to claims of general creditors, and cash flows for the year then ended in
conformity with generally accepted accounting principles in the United States.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules | and Il is
presented for purposes of additional analysis and is not a required part of the basic
financial statements, but is supplementary information required by rule 17a-5 of the
Securities and Exchange Commission. This information is the responsibility of the
Company’s management. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as

a whole.
\ ~ S %‘ <, .

Weaver Martin & Samyn, LLC
Kansas City, Missouri Certified Public Accountants & Consultants
March 1 011 411 Valentine, Suite 300
52 Kansas City, Missouri 64111
Phone: (816) 756-5525
Fax: (816) 756-2252




McLiney & Company
Statement of Financial Condition
Janaury 31, 2011

Assets
Current assets:
Cash $ 1,337,671
Cash, segregated account 5,000
Other receivables 2,661
Interest receivable 2,723
Inventory - municipal bonds 363,070
Other assets 1,000
Prepaid expense 12,005
Total current assets 1,724,130
Furniture and equipment : 125,362
Accumulated depreciation (107,828).
17,534
$ 1,741,664

Liabilities & Shareholders' Equity
Current liabilities:

Accounts payable $ 51,978
Accrued liabilities 331,847
Total current liabilities 383,825

Commitments:
Shareholders' equity:
Common stock-
Class A, voting, $1 par value, 200,000 shares

authorized, 100,000 shares issued and outstanding 100,000
Class B, voting, $1 par value, 15,000 shares

authorized, 5,090 issued and outstanding 5,090

Additional paid-in capital 10,180

Retained earnings 1,425,447

1,540,717

Less treasury stock at cost (14,224 A shares and 3,916 B shares) (182,878)

Total shareholders' equity : 1,357,839

$ 1,741,664

See notes to financial statements.
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McLiney & Company
Statement Of Income
For the Year Ended January 31, 2011

Underwriting, trading and fees $ 3,924,851
Operating expenses 3,909,465
Income from operations 15,386

Other operating income (expense):

Interest income 18,138
Interest expense ' (6,663)
11,475

Income before income tax provision 26,861

Provision for income taxes -
Net income $ 26,861

See notes to financial statements.
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McLiney & Company
Statement Of Shareholders’ Equity
For the Year Ended January 31, 2011

Balance Balance

1/31/10 Income 1/31/11
Common stock $ 105,090 $ - 3 105,090
Paid-in capital 10,180 - 10,180
Retained earnings 1,398,586 26,861 1,425,447
Treasury stock (182,878) - (182,878)
Total equity $ 1,286,696 $ 26,861 $ 1,357,839

See notes to financial statements.
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McLiney & Company
Statement Of Cash Flows
For the Year Ended January 31, 2011

Operating activities:
Net income $ 26,861
Adjustments to reconcile net income to cash
flows used in operating activities:

Depreciation 1,623
Change in assets and liabilities-
Other receivables (382)
Inventory 159,403
Prepaid expense and other (6,476)
Accounts payable 7,427
Accrued liabilities __ 145,957
Cash provided by operating activities 334,313
Investing activities:
Purchase of fixed assets (5,731)
Cash used in investing activities (5,731)
Financing activities:
Disbursements of notes receivables (300,000)
Proceeds from note receivable collections 417,600
Cash provided by financing activities 117,600
Increase in cash 446,182
Cash, beginning of year 896,489
Cash, end of year $ 1,342,671

Supplemental cash flow information:

Interest paid $ 6,663
Income taxes paid $ -

See notes to financial statements.
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McLiney & Company
Statement of Changes in Liabilities Subordinated to Claims of General Creditors
For the Year Ended January 31, 2011

There were no liabilities subordinated to the claims of creditors at the beginning of, end of
or at any time during the year ended January 31, 2011.

See notes to financial statements.
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McLiney and Company
Notes to Financial Statements
January 31, 2011

1. Nature of Operations and Summary of Significant Accounting
Policies

Nature of Operations:

The Company is a broker-dealer, principally in securities of Municipalities,
with customers throughout the United States. The Company is a member
of FINRA and the Securities Investor Protection Corporation (SIPC).

Uses of Estimates:

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates
and assumptions that affect the amounts reported in the financial
statements and notes. Actual results could differ from those estimates,
but management does not believe such differences will materially affect
the Company’s financial position, results of operations, or cash flows.

Furniture and Equipment:

Furniture and equipment are carried at cost. Major renewals and
betterments are capitalized, and maintenance and repairs, which do not
improve or extend the life of the respective asset are charged against
earnings in the period in which they are incurred. Depreciation is
calculated on straight-line using estimated useful lives of five to ten years.

Securities:

Securities are valued at market and consisted of municipal government
obligations as of January 31, 2011. The transactions are recorded at the
settlement date.

The Company classifies its marketable equity securities, if any, as
available-for-sale and carries them at fair market value, with the
unrealized gains and losses included in the determination of
comprehensive income and reported in stockholders’ equity. As of
January 31, 2011, the Company held no equity securities, had no
unrealized gains or losses, and had no accumulated comprehensive
income or losses.

Long-lived Assets:

Long-lived assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be
recoverable. Impairment is measured by comparing the carrying value of
the long-lived asset to the estimated undiscounted future cash flows
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expected to result from the use of the assets and their eventual
disposition. The Company determined that as of January 31, 2010, there
had been no impairment in the carrying value of long-lived assets.

Cash Equivalents:

The Company’s cash equivalents consist principally of cash and money
market accounts with financial institutions. The investment policy limits
the amount of credit exposure of any one financial institution.

Financial Instruments:

The carrying value of the Company's cash and cash equivalents, accounts
payable and accrued expenses approximate fair value because of the
short-term maturity of these instruments. Fair values are based on quoted
market prices and assumptions concerning the amount and timing of
estimated future cash flows and assumed discount rates reflecting varying
degrees of perceived risk. See Note 11 for further details.

Revenue recognition:

The Company recognizes commissions from its broker services based on
a settlement date basis. Fees billed and collected before services are
performed are included in deferred revenue. Expenses are recorded
when the obligation is incurred.

Note payable

The Company has a $2,500,000 line of credit with a bank secured by
securities inventory and the personal guarantee of the shareholders.
Interest is payable monthly at the prime rate with a floor of 5%. The
Company also has an overline for an additional $2,500,000 with the same
terms. Both lines mature in November of 2011. On January 31, 2011 the
prime rate was 3.25% and had been 3.25% during the year then ended.
As of January 31, 2011 no funds were borrowed against either line.

On January 1, 2007 the company executed a note payable in the amount
of $52,000 in exchange for 3,320 shares of Class A company stock. The
note bears interest at 10%, payable monthly with the principal payable on
demand. As of January 31, 2011 there is $52,000 payable on this note.

Total interest expense was $6,663 for the year ended January 31, 2011.

Net Capital Requirements and SIPC Assessment

The Securities and Exchange Commission Rule 15¢ 3-1 requires the
maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital shall not exceed 15 to 1. At
January 31, 2011, the Company had a net capital ratio of 29.4% and total
net capital of $1,305,463.
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Pension Plan

The Company has a Savings Incentive Match Plan for Employees
(SIMPLE) covering all employees. The Company will match employee
contributions up to 3% of compensation. Amounts contributed for the year
ended January 31, 2011 was approximately $50,965.

Commitments
At January 31, 2011, the Company had not entered into and when-issued
sales commitments or when-issued purchase commitments.

The Company rents office space under a three-year lease. Rent
payments for the year ended January 31, 2011 totaled $18,000. Minimum
future lease payments are $4,500 for fiscal year 2012.

Income Taxes

The Company follows ASC subtopic 740-10 (formerly Statement of
Financial Accounting Standard No. 109, “Accounting for Income Taxes”)
for recording the provision for income taxes. ASC 740-10 requires the use
of the asset and liability method of accounting for income taxes. Under
the asset and liability method, deferred tax assets and liabilities are
computed based upon the difference between the financial statement and
income tax basis of assets and liabilities using the enacted marginal tax
rate applicable when the related asset or liability is expected to be realized
or settled. Deferred income tax expenses or benefits are based on the
changes in the asset or liability each period. If available evidence
suggests that it is more likely than not that some portion or all of the
deferred tax assets will not be realized, a valuation allowance is required
to reduce the deferred tax assets to the amount that is more likely than not
to be realized. Future changes in such valuation allowance are included
in the provision for deferred income taxes in the period of change.

Deferred income taxes may arise from temporary differences resulting
from income and expense items reported for financial accounting and tax
purposes in different periods. Deferred taxes are classified as current or
non-current, depending on the classification of assets and liabilities to
which they relate. Deferred taxes arising from temporary differences that
are not related to an asset or liability are classified as current or non-
current depending on the periods in which the temporary differences are
expected to reverse.

The Company’s effective income tax rate is lower than would be expected
if the federal statutory rate were applied to income before tax, primarily
because of municipal bond interest income for financial reporting purposes
that is not taxable for tax purposes during the year ended January 31,
2011.
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10.

11.

As of January 31, 2011, the Company has no material deferred tax assets
or liabilities.

Related Party Transactions

Included in notes receivable at January 31, 2010 were two unsecured
notes with shareholders in the total amount of $117,600. Interest was
payable semi-annually at 5% with the principal payable upon demand. As
of January 31, 2011, the notes were paid off.

During the year ended January 31, 2011, the Company issued an
unsecured note receivable to a shareholder in the amount of $300,000.
The interest rate on the note was 5%. As of January 31, 2011, the note
was paid off.

Inventory — municipal bonds

Securities are valued at market and consisted of municipal government
obligations as of January 31, 2011 with a value of $363,070. The
Company classifies its marketable equity securities, if any, as available-
for-sale and carries them at fair market value, with the unrealized gains
and losses included in the determination of comprehensive income and
reported in stockholders’ equity. As of January 31, 2011, the Company
held no equity securities, had no unrealized gains or losses, and had no
accumulated comprehensive income or losses.

Computation of determination of reserve requirements (Rule 15¢3-3)
A computation of reserve requirements is not applicable to the Company
as the Company qualifies for an exemption under Rule 15¢3-3(k)(2)(i).

Information relating to possession or control requirements (Rule
15¢3-3)

Information relating to possession or control requirements is not applicable
to the Company as the Company qualifies for exemption under Rule 15¢3-

3(k)(2)(0).

Fair Value Measurements

The Company adopted ASC Topic 820-10 at the beginning of 2009 to
measure the fair value of certain of its financial assets required to be
measured on a recurring basis. The adoption of ASC Topic 820-10 did
not impact the Company’s financial condition or results of operations.
ASC Topic 820-10 establishes a fair value hierarchy that prioritizes the
inputs to valuation techniques used to measure fair value. The hierarchy
gives the highest priority to unadjusted quoted prices in active markets for
identical assets or liabilities (Level 1 measurements) and the lowest
priority to unobservable inputs (Level 3 measurements). ASC Topic 820-
10 defines fair value as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
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participants on the measurement date. A fair value measurement
assumes that the transaction to sell the asset or transfer the liability
occurs in the principal market for the asset or liability. The three levels of
the fair value hierarchy under ASC Topic 820-10 are described below:

Level 1 - Valuations based on quoted prices in active markets for
identical assets or liabilities that an entity has the ability to access.

Level 2 — Valuations based on quoted prices for similar assets and
liabilities in active markets, quoted prices for identical assets and
liabilities in markets that are not active, or other inputs that are
observable or can be corroborated by observable data for
substantially the full term of the assets or liabilities.

Level 3 — Valuations based on inputs that are supportable by little
or no market activity and that are significant to the fair value of the
asset or liability.

The following table presents a reconciliation of all assets and liabilities
measured at fair value on a recurring basis as of January 31, 2011:

A Level 1 Level 2 Level 3 Fair Value
Cash $ 1,342,671 $ - $ - $ 1,342,671
Receivables - 5,384 - 5,384
Inventory—municipal bonds 363,070 - - 363,070
Accounts payable - 51,978 - 51,978
Accrued liabilities - 331,847 - 331,847

12.  Subsequent events
The Company has evaluated all subsequent events through March 15,
2011, the date the financial statements were issued, and determined that
there are no subsequent events to record or disclose.
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Supplemental Information

Pursuant to Rule 17a-5 of the Securities
Exchange Act of 1934



McLiney & Company

Schedule I - Computation of Net Capital Under Rule 15¢3-1 of the Securities and
Exchange Commission

January 31, 2011

Net Capital:
Total shareholder's equity $ 1,357,839
Ownership equity not allowable for net capital:
Office furniture and equipment, net (17,534)
Accounts receivable - employee (2,661)
Prepaid expenses (12,005)
Net capital before haircuts on investments 1,325,639
Haircuts on investments (20,176)
Net capital $ 1,305,463 **
Aggregate indebtedness $ 383,825
Computation of Basic Net Capital Requirement
Minimum net capital required $ 100,000
Excess of net capital at 1000% $ 1,205,463
Ratio : aggregate indebtedness to net capital 0.294

** A reconciliation between the audited computation of Net Capital and the unaudited
computation as provided in the Part IIA FOCUS report was not needed as both
computations produce the same Net Capital amount.
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McLiney & Company

Schedule Il - Computation of Determination of Reserve Requirements and
Information Relating to Possession or Control Requirements Under Rule
15¢3-3 of the Securities and Exchange Commission

January 31, 2011

The Company did not make a computation for determining the reserve requirement or
supply information relating to the possession or control requirements pursuant to Rule
15¢3-3 as they are exempt pursuant to subparagraph (k)(2)(i) of Rule 15¢3-3.

(16)



McLiney & Company
Schedule Il - Statement Of Operating Expenses
For the Year Ended January 31, 2011

Accounting $ 32,500
Advertising 17,336
Bank charges 10,798
Contributions 525
Data services 18,780
Depreciation 1,623
Dues and subscriptions 21,376
Entertainment 1,858
Insurance 17,298
Legal 225
Office 25,672
Postage 3,323
Rent 18,000
Retirement plan 50,965
Salaries and wages 2,627,706
Taxes 88,639
Telephone 14,872
Travel : 51,243
Underwriting expenses 900,713
Utilities 6,113

$ 3,909,465

See notes to financial statements.

(17)



Independent Auditor's Report on Internal
Accounting Control Required by SEC Rule 17a-5



WEAVER MARTIN & SAMYN

Report of Independent Registered Public Accounting Firm
on Internal Control Structure
Required by SEC Rule 17a-5

To the Board of Directors
McLiney and Company
Kansas City, Missouri

In planning and performing our audit of the financial statements of McLiney and
Company (the “Company”) as of and for the year ended January 31, 2011, in
accordance with auditing standards generally accepted in the United States of America,
we considered the Company’s internal control over financial reporting (internal control)
as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
we have made a study of the practices and procedures followed by the Company,
including consideration of control activities for safeguarding securities. This study
included test of compliance with such practices and procedures that we considered
relevant to the objectives stated in rule 17a-5(g), in making the periodic computations of
aggregate indebtedness and net capital under rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of rule 15¢3-3. Because the Company does
not carry securities accounts for customers or perform custodial functions relating to
customers securities, we did not review the practices and procedures followed by the
Company in making the quarterly securities examinations, counts, verifications and
comparisons, and the recordation of differences required by rule 17a-13 or in complying
with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governments of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining
internal control structure and the practices and procedures referred to in the preceding
paragraph. In fulfilling this responsibility, estimates and judgements by management are
required to assess the expected benefits and related costs of controls and of the
practices and procedures referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the SEC’s above-mentioned
objectives. Two of the objectives of internal control and the practices and procedures
are to provide management with reasonable, but not absolute, assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized
use or disposition, and that transactions are executed in accordance with management’s
authorization and recorded properly to permit preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Certified Public Accountants & Consultants
411 Valentine, Suite 300

Kansas City, Missouri 64111

Phone: (816) 756-5525

Fax: (816) 756-2252



Because of inherent limitations in internal control and the practices and procedures
referred to above, error or fraud may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become
inadequate because of changes in conditions or that the effectiveness of their design
and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a
deficiency, or combination of deficiencies, in internal contro! that is less severe than a
material weakness, yet important enough to merit attention by those charged with
governance.

A material weakness is a deficiency, or combination of significant deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the
company'’s financial statements will not be prevented or detected and corrected on a
timely basis.

Our consideration of internal control was for the limited purposed described in the first
and second paragraphs and would not necessarily identify all deficiencies in internal
control that might be material weaknesses. We did not identify any deficiencies in
internal control and control activities for safeguarding securities that we consider to be
material weaknesses, as defined previously.

We understand that practices and procedures that accomplish the objectives referred to
in the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish such objectives in
all material respects indicate a material inadequacy for such purposes. Based on this
understanding and on our study, we believe that the Company’s practices and
procedures, as described in the second paragraph of this report, were adequate at
January 31, 2011, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, Financial Industry Regulatory Authority, Inc., and other
regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of
1934 in their regulation of registered broker-dealers, and is not intended to be and
should not be used by anyone other than these specified parties.

Weaver Martin & Samyn LLC
Kansas City, Missouri
March 15, 2011
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WEAVER MARTIN & SAMYN

Board of Directors
McLiney and Company
Kansas City, Missouri

Independent Accountants’ Report on Applying Agreed-Upon Procedures Related to an Entity’s
SIPC Assessment Reconciliation

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
(Transitional Assessment Reconciliation Form SIPC-7T) to the Securities Investor Protection Corporation
(SIPC) for the Year Ended January 31, 2011, which were agreed to by McLiney and Company and the
Securities and Exchange Commission, Financial Industry Regulatory Authority, Inc., and SIPC solely to
assist you and the other specified parties in evaluating the Company’s compliance with the applicable
instructions of the Transitional Assessment Reconciliation (Form SIPC-7T). The Company’s
management is responsible for compliance with those requirements. This agreed-upon procedures
engagement was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of
those parties specified in this report. Consequently, we make no representation regarding the sufficiency
of the procedures described below either for the purpose for which this report has been requested or for
any other purpose. The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7T with respective cash disbursement
records entries noting no differences.

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended January 31, 2011, as
applicable, with the amounts reported in Form SIPC-7T for the year ended January 31, 2011 noting no
differences.

3. Compared any adjustments reported in Form SIPC-7T with supporting schedules and working papers
noting no differences.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the related
schedules and working papers supporting the adjustments noting no differences.

5. Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7T
on which it was originally computed noting no differences.

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we

performed additional procedures, other matters might have come to our attention that would have been
reported {o you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties.

Weaver Martin & Samyn, LLC
Kansas City, Missouri
March 15, 2011
Certified Public Accountants & Consultants
411 Valentine, Suite 300
Kansas City, Missouri 64111
Phone: (816) 756-5525
Fax: (816) 756-2252



McLiney and Company
Schedule of Assessment and Payments to the SIPC
For the Year Ended January 31, 2011

Total Revenue

February 1, 2010 through July 31, 2010 2,100,993
August 1, 2010 through January 31, 2011 1,841,997
3,942,990
Direct Expenses
February 1, 2010 through July 31, 2010 515,857
August 1, 2010 through January 31, 2011 384,856
900,713
Interest Expense
February 1, 2010 through July 31, 2010 -
August 1, 2010 through January 31, 2011 9,163
9,163
Total Deductions 909,876
SIPC Net Operating Revenues 3,033,114
General Assessment @ .0025 7,583
Total due for the year ended January 31, 2011 ' 7,583
8/31/10 Payment to SIPC 3,963
03/11/11 Payment to SIPC 3,620

Total paid for the year ended January 31, 2011 7,583



